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§586.402

Any amendment, modification, or
revocation of any section of this part
or of any order, regulation, ruling, in-
struction, or license issued by or under
the direction of the Director of the Of-
fice of Foreign Assets Control does not,
unless otherwise specifically provided,
affect any act done or omitted to be
done, or any civil or criminal suit or
proceeding commenced or pending
prior to such amendment, modifica-
tion, or revocation. All penalties, for-
feitures, and liabilities under any such
order, regulation, ruling, instruction,
or license continue and may be en-
forced as if such amendment, modifica-
tion, or revocation had not been made.

Effect of amendment.

§586.403 Termination and acquisition
of an interest in blocked property.

(a) Whenever a transaction licensed
or authorized by or pursuant to this
part results in the transfer of property
(including any property interest) away
from a person whose property or inter-
ests in property are blocked pursuant
to §586.201, such property shall no
longer be deemed to be property
blocked pursuant to §586.201, unless
there exists in the property another in-
terest that is blocked pursuant to
§586.201 or any other part of this chap-
ter, the transfer of which has not been
effected pursuant to license or other
authorization.

(b) Unless otherwise specifically pro-
vided in a license or authorization
issued pursuant to this part, if prop-
erty (including any property interest)
is transferred or attempted to be trans-
ferred to a person whose property or in-
terests in property are blocked pursu-
ant to §586.201, such property shall be
deemed to be property in which that
person has an interest and therefore
blocked.

§586.404 Setoffs prohibited.

A setoff against blocked property (in-
cluding a blocked account), whether by
a U.S. bank or other U.S. person, is a
prohibited transfer under §586.201 if ef-
fected after the effective date.

§586.405 Transactions incidental to a
licensed transaction.

Any transaction ordinarily incident
to a licensed transaction and necessary
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to give effect thereto is also author-
ized, except:

(a) An incidental transaction, not ex-
plicitly authorized within the terms of
the license, by or with a person whose
property or interests in property are
blocked pursuant to §586.201; or

(b) An incidental transaction, not ex-
plicitly authorized within the terms of
the license, involving a debit or credit
to a blocked account or a transfer of
blocked property.

[66 FR 50509, Oct. 3, 2001]

§586.406 Provision of services.

(a) Except as otherwise authorized,
the prohibitions contained in §586.201
apply to services performed by U.S.
persons, wherever located:

(1) On behalf of, or for the benefit of,
a person whose property or interests in
property are blocked pursuant to
§586.201; or

(2) With respect to property interests
of a person whose property or interests
in property are blocked pursuant to
§586.201.

(b) Example: U.S. persons may not,
without specific authorization from the
Office of Foreign Assets Control, rep-
resent an individual or entity with re-
spect to contract negotiations, con-
tract performance, commercial arbitra-
tion, or other business dealings with
persons whose property or interests in
property are blocked pursuant to
§586.201. See §586.509 on licensing pol-
icy with regard to the provision of cer-
tain legal services.

[63 FR 54576, Oct. 13, 1998, as amended at 66
FR 50509, Oct. 3, 2001]

§586.407

(a) The prohibitions contained in
§586.201 apply to transactions by any
U.S. person in a location outside the
United States with respect to property
in which the U.S. person knows, or has
reason to know, that a person whose
property and interests in property are
blocked pursuant to §586.201 has or has
had an interest since the effective date.

(b) Prohibited transactions include,
but are not limited to, importation
into or exportation from locations out-
side the United States of, or pur-
chasing, selling, financing, swapping,
insuring, transporting, lifting, storing,

Offshore transactions.
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incorporating, transforming,
brokering, or otherwise dealing in,
within such locations, goods, tech-

nology or services in which the U.S.
person knows, or has reason to know,
that a person whose property and in-
terests in property are blocked pursu-
ant to §586.201 has or has had an inter-
est since the effective date.

(c) Examples: (1) A U.S. person may
not, within the United States or
abroad, purchase, sell, finance, insure,
transport, act as a broker for the sale
or transport of, or otherwise deal in,
furniture, shoes or other goods manu-
factured by a state or socially-owned
entity organized or located in the FRY
(S&M).

(2) A U.S. person may not, within the
United States or abroad, conduct
transactions of any nature whatsoever
with an entity that the U.S. person
knows or has reason to know is a state
or socially-owned entity within the
territory of the FRY (S&M), or which
benefits or supports the business of
such an entity, unless the entity is li-
censed by the Office of Foreign Assets
Control to conduct such transactions
with U.S. persons or the transaction is
generally licensed in, or exempted from
the prohibitions of, this part.

NOTE TO §586.407: See §586.513 with regard
to the authorization of certain trade-related
transactions.

§586.408 Exempt financial trans-
actions within the territory of the
FRY (S&M); prohibition on estab-
lishment of new offices in Serbia.

(a) Section 586.201(c) exempts finan-
cial transactions, including trade fi-
nancing, from the prohibitions con-
tained in §586.201 by U.S. persons phys-
ically located within the territory of
the FRY (S&M), where those trans-
actions are conducted exclusively
through the domestic banking system
within the FRY (S&M) in local cur-
rency (dinars), or using bank notes or
barter. A U.S. entity must have a per-
manent establishment, such as a
branch or representative office, within
the territory of the FRY (S&M) to be
considered physically located there for
purposes of this paragraph (a).

(b) The prohibition on new invest-
ment within Serbia contained in
§586.204, as defined in §586.312, pre-

§586.409

cludes the establishment after the ef-
fective date of a new representative or
branch office or joint venture or other
entity within the territory of the Re-
public of Serbia, because such activity
would necessarily involve a commit-
ment or contribution of funds or other
assets to a public or private under-
taking, entity, or project within Ser-
bia. See §586.513 concerning the author-
ization of certain trade-related trans-
actions conducted using bank notes or
barter by U.S. persons located outside
of the territory of the FRY (S&M).

NOTE TO §586.408: All transactions with re-
spect to property in which the Government
of the Republic of Montenegro has an inter-
est are authorized pursuant to §586.516.
Therefore, all financial transactions by U.S.
persons within the territory of the Republic
of Montenegro are authorized, unless the
transaction involves property in which an-
other interest exists that is blocked pursu-
ant to §586.201 or any other part of this chap-
ter. See §586.403.

§586.409 Approval or other facilitation
of other persons’ investment in the
territory of the Republic of Serbia.

(a) The prohibition contained in
§586.204 against approval or other fa-
cilitation by U.S. persons of other per-
sons’ investment in the territory of the
Republic of Serbia bars any action by a
U.S. person that assists or supports
other persons’ activity that would con-
stitute prohibited new investment
under that section if engaged in by a
U.S. person. Such approval or other fa-
cilitation with respect to persons
whose property or interests in property
are blocked pursuant to §586.201 also
constitutes a violation of that section.
See the definition of the term new in-
vestment in §586.312.

(b) Examples: (1) A U.S. person is pro-
hibited from ©brokering, financing,
guaranteeing, or approving the pur-
chase by any other person, including a
foreign affiliate, of shares, including an
equity interest, in a publicly or pri-
vately held undertaking, entity or
project located in the territory of the
Republic of Serbia, except as provided
in §586.514.

(2) The sale to a non-U.S. person of a
U.S. person’s equity or income interest
in an entity in the territory of the Re-
public of Serbia constitutes facilita-
tion of that other person’s investment
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